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(%) the ratio: 
Revenue Ton Miles 


Available Ton Miles 


x 100 


Available Seat Miles 

Total seats available for revenue 
passengers, multiplied by the number 
of miles those seats are flown. A 
measure of passenger Capacity. 


Available Ton Miles 

Number of tons available for the 
Carriage of passengers, cargo and 
mail, multiplied by the number of 
miles this capacity is flown. A 
measure of overall capacity. 


Express Ton Miles 

Freight Ton Miles 

Mail Ton Miles 

Tons of the applicable commodity 
multiplied by the miles they are flown. 
Measures of commodity traffic. 


Operating Ratio 
Operating profit as a percent of 
operating revenues. 


Passenger Load Factor 
(%) the ratio: 
Revenue Passenger Miles 


Available Seat Miles 


x 100 


Return on Investment 

Net income after income tax plus net 
interest expense expressed as percentage 
of average investment. Investment is the 
sum of long-term debt and shareholders’ 
equity. 


Revenue Passenger Miles 

Total revenue passengers carried 
multiplied by the number of miles they 
are flown. A measure of passenger traffic. 


Revenue Ton Miles 

Total tons of all revenue traffic carried 
multiplied by the miles they are flown. 
An overall measure of traffic. 


Yield 
Average revenue per revenue passenger 
mile or revenue ton mile. 
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Financial 


Operating Revenues 
Operating Expenses 

Net (Loss) /Income 
Invested Capital at Year End 
Return on Investment 


Other 


Revenue Passenger Miles* (O00) 
Passenger Load Factor* 

Yield per Revenue Passenger Mile* 
Total Available Ton Miles (000) 
Operating Expense per Available Ton Mile 


Personnel at Year End 


*Scheduled Services only. 


Cover Air Canada’s progressive maintenance 
techniques have helped earn the Company a 
widely-conceded record of technical excellence 
and reliability. Using a reflective mirror and 
special lamp, a maintenance inspector at the 
airline’s Dorval Base examines the exhaust nozzle 
of a DC-8-40 engine. 
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To the Honourable 
The Minister of Transport 
Ottawa 


Sir, 
The Board of Directors of Air Canada 
submits its 1970 Annual Report. 

As a preliminary it is appropriate to 
comment briefly on the economic climate 
and the condition of the North American 
airline industry. The main characteristics of 
the Canadian economy in 1970 were a 
low growth rate of approximately 3% in 
the Gross National Product in real terms 
and a rate of price increases which, 
although now decelerating, amounted to 
3.5%. Business expansion was slow and 
this together with consumer caution 
seriously influenced the performance of 
the airline industry, particularly on 
domestic routes where travel is mainly 
business-motivated. 

The major United States trunk carriers’ 
growth in terms of passenger miles in 
1970 is estimated at 5.5% compared to 
9.7% in 1969 and 14.8% in 1968. 
Reduced rates of passenger traffic growth 
in North America occurred at a time when 
airline capacity was increasing and this, 
combined with rapidly rising costs, 
produced airline operating results which 
are very unsatisfactory — in the case of 
some carriers, Critical. 

Air Canada also was affected by these 
unfavourable trends. Although action was 
taken to control costs, the Company suf- 
fered a net loss of $1,072,000, which 
compares with a net profit of $1,548,000 in 
1969. Return on investment dropped from 
4.8% to 4.5%. 

When looking at these results it must be 
kept in mind that comparisons with the 
previous year are distorted because of 
the one-month shutdown experienced by 
the airline in 1969 due to a strike. 


Revenues and Traffic 

Air Canada carried more passengers, air 
freight and mail in 1970 than ever before 
in its 33-year history, but the increases 
were smaller than projected. 

Total operating revenues were 
$478,259,000, or 18% greater than in the 
strike-affected year of 1969. 

Traffic volume grew 16% in terms of 
scheduled passenger miles flown. It is 
estimated that if the strike effect were 
eliminated, the increase would be only 
6%. The average passenger load factor 
was unchanged at 57%. 

Passenger revenues, accounting for 
81% of total revenues, increased by 16%. 
The Company flew 7,275,000 passengers, 
up 13% over 1969, and performed 6.7 
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scheduled services. 160 
Although below the expected level, 1961 —1970 
: 150 1961 =100 
passenger traffic on North American 
routes advanced by 11%. Again, when 140 
the 1969 traffic volume is adjusted to sno me Cian auiniGr PTGS Iidoe 
include an estimate for the strike period 


to allow for a more realistic comparison, momen Passenger Yield Index 
the 1970 growth rate reduces to.1.5%. In 
addition to the overall travel market being 
less than anticipated, Air Canada’s domestic 
traffic was affected by increased competi- 
tion on regional and mainline routes. 

An encouraging trend was strong 
growth in the Company's Atlantic sched- 
uled passenger traffic, up 42% over 1969, as 
the market responded to lower fares and 
removal by the British Government of 
restrictions on travel allowances. 

However, introduction of lower fares had 
a limiting effect on revenue growth. 

Passenger revenues on Southern 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 
routes were less than the previous year 
for the first quarter of 1970, but recovered 
to register a small advance. 

The system yield per passenger mile 
at 5.8¢ was unchanged from last year. ¢ Operating Profit per Revenue Ton Mile 
The impact of increased North American 1961-1970 
passenger fares was offset by greater use 
of discounted fares and by lower Atlantic 
rates implemented in April, 1970. 3 

Additional revenue resulting from 
domestic tariff changes in August 
amounted to an estimated $6.5 million, 
which was not sufficient to cover 
increased expenses. 

Air freight revenues grew by 25%, 
with additional cargo capacity in the air 
and improved facilities on the ground 
stimulating growth. Revenue from Sea- 
Air shipments to Europe increased by 
95% to $1,717,000. : 

The Canadian postal workers’ rotating 
strike and a mid-year reduction in domes- 
tic carrying rates limited mail revenue 
growth. On the other hand, the postal 
strike diverted a substantial volume of 0 
traffic normally moving by mail to higher- 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 
yielding air express. 

Growth of the world charter market, 
particularly on trans-Atlantic operations, 
continued. Of all Canada-Europe/United 
Kingdom traffic over the North Atlantic 
in 1970, 36.8% was non-scheduled. The 
Company's passenger charter revenues at 
$14,378,000 rose 75%. Total freight 
charters, including flights to Europe, 

Africa and the Caribbean, contributed 
revenue of $1,308,000. 

The Government's decision to adopt 
a floating Canadian dollar exchange rate 
on June 1 had an adverse effect on in- 
come. Because of the tariff provision 
permitting payment in either currency, 
payment of fares by Canadians in U.S. 
funds increased substantially in the last 
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seven months of the year. Accordingly, 
proceeds in terms of Canadian dollars 
were reduced. 


Expenses 
Operating expenses totalled $457,396,000, 
up 18% over 1969. 

Capacity offered in terms of available 
ton miles was up 23%, reflecting the extra 
month of operation and additions to the 


Despite inflationary pressures on all 
areas of expense, operating cost per 
available ton mile fell from 23.22¢ to 
22.27¢, as highly-productive jet aircraft 
performed proportionately more of the 
flying operation and expenses were under 
close scrutiny and control. 

The bill for salaries, wages and related 
employee benefits accounted for 42% of 
total operating expense. Average em- 
ployee strength was held to a growth of 
only 2%. If wages and benefits continue 
to increase at annual rates of recent years, 
severe pressures will prevail and manage- 
ment’s essential task of effectively con- 


trolling total employment and productivity 


1970 


will become more and more critical. 

Higher labor and material costs and a 
larger fleet of aircraft caused maintenance 
expense levels to exceed those of last 
year. 

Depreciation charges rose $4,794,000 
or 11% because of additions to the fleet. 

Interest on notes and debentures 
amounted to $31,920,000, versus 
$25,246,000 in 1969. 


Capital Equipment 
Total assets were nearly $708 million at 
year end, up $113 million or 19%. 
Property and equipment investment 
increased by $101 million to a total of 
$580 million after depreciation. Expendi- 
tures, amounting to $159 million, included 
final payments on seven DC-8 and three 
DC-9 aircraft and progress payments 
totalling $24 million on three Boeing 747 
aircraft and ten Lockheed L-1011s. Re- 
garding supersonic transports, the Com- 
pany continues to hold delivery positions 
for four Concorde and six Boeing super- 
sonic aircraft but there are no firm con- 
tracts to purchase. 


Capitalization 

Capital borrowings increased by $80 
million, as funds were loaned by the 
Federal Government — at an average 
interest rate of 6.65% — to assist 
financing of capital expenditures. 

The Company’s working capital at 
year end was $14 million lower than 
expected because of delay in passage of 
enabling legislation required to complete 
the balance of the Company's financing 
program. 


The new Air Canada/BOAC terminal at New 
York’s Kennedy International Airport is designed 
to handle passenger volumes well into the 1980's. 


At year end, notes and debentures 
totalled $547,602,000; capital stock and 
retained earnings were $37,689,000. This 
represents a debt/equity relationship of 
94/6, compared to the major U.S. 


— carriers’ average of 61/39. When com- 
' paring income results with other 
- companies and in particular with other 


airlines, the very high proportion of Air 


_ Canada’s total capitalization represented 
_ by debt should be kept in mind. 


Customer Services 
Air Canada took a number of steps during 


- 1970 to improve customer services in the 


air and on the ground. 
The Company's international route 
network was expanded with the inaugu- 


_ ration of flights to Prague, Czechoslovakia 


in April. This service is operated in pool 
with CSA (Czechoslovak Airlines), with 
each carrier providing one flight per week. 

A number of changes were made to 
the airline’s domestic route structure. 
Service to Lethbridge, Alberta was taken 
over by Time Airways Limited, and to 
Seattle, Washington by Pacific Western 
Airlines Limited. PWA now provides all 
flights between Edmonton and Calgary 
except for those operating as part of Air 
Canada’s Western Arrow trans-Atlantic 
service; and the Vancouver-Victoria route 
is shared with that airline. The Company 
also adjusted its schedules to accommo- 
date TransAir Limited on the Winnipeg- 
Thunder Bay-Toronto and Thunder Bay- 
Sault Ste. Marie-Toronto routes, and to 
accommodate Eastern Provincial Airways 
Limited in the Atlantic Provinces. In addi- 
tion, co-operation was extended to a 
number of regional airlines on such mat- 
ters as maintenance and ground handling. 

Both domestic and international 
services Saw an increase in non-stop 
flights, the introduction of jet equipment 
to more cities and an on-time perform- 
ance record which once again maintained 
the best average for scheduled arrivals of 
any major airline in North America. 

In Canada, the Company inaugurated 
non-stop jet service between Montreal- 
Fredericton and Halifax-Boston. For the 
summer period, non-stop service was 
introduced between Montreal-Vancouver, 
Toronto-Saskatoon and Montreal-Sydney ; 
and DC-9s were used for the first time on 
the Halifax- Boston-New York route. 

On the Atlantic, 41 weekly flights 
were operated between Canada and the 
United Kingdom and 29 to points on the 
Continent during the peak summer travel 
period. This compares with 36 flights to 
the United Kingdom and 23 to the 
Continent in 1969. The Company also 


operated daily to Zurich, Switzerland, 
compared with four flights per week the 
previous summer. Each flight continued to 
Vienna, Austria. Long-body DC-8s were 
used more extensively on flights to Air 
Canada’s Southern “Sun” destinations. 

In June, the airline moved into the 
new Air Canada-BOAC terminal at New 
York’s Kennedy International Airport. 
Designed to handle passenger volumes 
well into the 1980's, the $52 million 
structure offers a wide variety of passen- 
ger facilities and conveniences, including 
curbside check-in of baggage. 

Installation work on ReserVec II, Air 
Canada’s new reservations system, was 
completed late in 1970. At year end, the 
system was in partial operation and under- 
going thorough testing. 

Utilizing third generation computer 
hardware, ReserVec II links all major 
Company offices to a central pair of 
Univac 1108 computers in Toronto. The 
sophisticated equipment will result in a 
marked increase in reservations pro- 
ductivity and could be expanded to 
process up to 20 million reservations a 
year by 1978. It also could be adapted to 
handle computerized ticketing, furnish 
extensive traffic data for marketing 
purposes and provide instantaneous 
information on a wide variety of subjects. 

Like other world airlines, Air Canada 
enforced certain protective measures 
during the year to ensure security of its 
passengers, becoming the first carrier in 
Canada to use weapons-detecting 
magnetometers at boarding gates. 

A wider variety of tours, vacation 
programs and other special services was 
offered to Air Canada customers in 1970 
as part of the Company's continuing effort 
to broaden the air travel market. 

New vacation packages were devel- 
oped for Air Canada destinations and 
distant off-line points. Sea-Air vacations 
were expanded in number. Agreement 
was reached with Cunard Lines to honor 
the Air Canada/CN travel credit card, and 
the number of hotels and restaurants 
accepting this card was increased. 

A new sales office was opened in 
Osaka, Japan’s second largest city. Along 
with the Tokyo office, this latest outlet 
will help the Company take full advantage 
of the business potential inherent in its 
general sales agreement with Japan 
Airlines. 

More charter flights allowed Air 
Canada to show its maple leaf in such 
off-line destinations as Japan, Mexico, 
Spain, the Middle East and Africa. Of a 
record 873 charters, 427 were destined 
to points outside Canada. Three DC-8 jets 
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An Air Canada passenger agent processes one 
of the 20 million reservations a year possible 
with the Company’s new reservations system, 
ReserVec II. Installation work on the system, 
which utilizes third generation computer 
hardware, was completed late in 1970. 


| were used full time during the summer 


and one in the winter for non-scheduled 


~ work. Other fleet aircraft were employed 


whenever possible. Besides market broad- 
ening, charter flying serves the Company 
as a useful indicator of an area’s potential 
for future scheduled service. 

Highlighting 1970 developments in 
air freight services was the introduction 
of Jet Trader all-cargo flights to Chicago 


~) and Detroit/Windsor. The Company em- 


ployed three all-cargo DC-8s, three com- 
bination cargo-passenger DC-8s and a 
Vanguard to handle growing requirements 
of the freight market. Eight all-cargo and 
seven combination cargo-passenger 
flights were operated each week across 
Canada. To Europe, the schedule con- 
sisted of six all-cargo and 13 combination 
flights a week. 

A freight pallet interchange agreement 
was concluded with Pakistan Interna- 
tional Airlines permitting the Company to 
transport cargo from points in Canada to 


_ the Middle and Far East by quick transfer 


to PIA flights at points in Europe. Air 
Canada now provides faster freight service 
to those areas of the world than any other 
carrier. 

Sea-Air services, whereby Air Canada 
picks up cargo shipped by sea from the 
Far East to Vancouver, continued to ex- 
pand at an impressive rate. The Company 
also became more active in the cargo 
charter market, flying cattle to Uganda, 
Trinidad and South America; fish to 
Europe and nickel ore to Norway. 

The year included a number of im- 
portant service milestones for Air Canada. 
The Company celebrated its 10th 
anniversary of jet service to the Canadian 
public, its 30th of operation to Moncton 
and its 20th of service to New York. The 
Air Canada/BOAC pool agreement for 


| flights to the United Kingdom also saw 


its first decade. 


Fleet and Facilities 

In early 1970, Air Canada took delivery 
of seven DC-8-63s and three DC-9s. The 
fleet consisted of 117 aircraft at year 
end: 38 DC-8s, 36 DC-9s, 12 Vanguards 
and 31 Viscounts. Jets accounted for 
90% of seat miles provided, compared 
with 85% in 1969. 

At the Company’s Dorval Base, 
facilities were expanded with provision of 
extra space for the power plant and unit 
maintenance shops and an additional 
area for offices. In May, construction was 
started on a new engine test cell. This is 
the first part of an advanced power plant 
complex designed primarily for engines 
of future wide-body jet equipment. It 


Air Canada’s operational excellence owes 
much to countless new developments in 
technical fields such as metallurgy, develop- 
ments which have paralleled the dramatic 
growth of air transportation. At /eft, a main- 
tenance mechanic, using a metal improve- 
ment technique called shot-peening, restores 
the surface strengthening of a jet engine 
turbine blade. 


Progressive maintenance procedures call for 
obligatory removal, inspection and replace- 
ment or repair of certain component parts 
after a specified number of flying hours. The 
hour-by-hour accumulation of service on 
engines, instruments, brakes, pumps, radio 
equipment and many other of the thousands 
of units in each of the Company’s 117 air- 
craft is recorded by computer. Above, a 
maintenance mechanic cleans a jet engine 
turbine disc with the help of a binocular 
microscope and a polishing stone powered 
by compressed air. At right, the oil seal 
assembly from a DC-8-40 engine receives a 
thorough inspection. 
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will be the only facility of its kind 

in Canada. Work neared completion 

on a $15 million, two-bay hangar for the 

Boeing 747 and Lockheed L-1011 TriStar. 
Construction also progressed on a 

similar two-bay hangar in Toronto and a 

$7.5 million one-bay facility in Vancouver. 


Personnel 
Air Canada employees numbered 17,447 
at December 31, 1970, compared with 
17,138 the year before. 

One major labor contract was signed 
— with the Canadian Air Line Pilots’ 
Association. The Company is pleased that 


__ agreement was reached prior to the 


expiration of the old contract. 

The Company wishes to pay tribute 
to a number of senior executives who 
left its employ during the year. Spanning 
a period of over three decades, theirs 
was a very great contribution to the 
growth and success of Air Canada. 

As well, the airline thanks the many 
employees who continued to work in an 
efficient and dedicated manner despite 
the difficulties and uncertainties that 
prevailed during most of the year. 


Outlook 

Since the birth of Air Canada in 1937, no 
' industry has progressed more dramatically 
than air transportation. Paralleling in its 
rapid growth a period of scientific 
achievement greater than in any previous 
era, it has drawn from developments in 
metallurgy, electronics, avionics and other 
_ technical fields to produce for the benefit 
_ of the airline customer significant im- 
provements in airframes, engines, naviga- 
tion equipment, communications devices 
and ground facilities. 

Air Canada has been in the forefront 
of these advances. In the process of 
providing the nation with efficient air 
services at home and abroad, the Company 
has earned a widely-conceded record 
of excellence and reliability. Indeed, many 
technical innovations credited to the 
airline ultimately have been adopted by 
the industry as a whole, testimony to the 
high level of innovative skills and dedicated 
professionalism Air Canada has enjoyed 
from its employees. 

Now new challenges, unprecedented 
in nature and scope, await Air Canada 
and the airline industry. These will place 
a premium on innovation of a different 
sort. 

Chief among the perplexing issues 
facing the Company in the seventies are: 
erosion of earnings by inflationary forces, 
lack of foreseeable cost-reducing technical 
advances, unrealistic domestic and inter- 


national fare structures, and intensifying 
competition in all markets. 

In common with other carriers Air 
Canada must take strong steps to meet 
these economic challenges and attain 
an acceptable level of profitability. 

One of the key steps will be proper 
planning. The interdependent nature of 
airline activities makes it essential the 
Company be managed as a single unit and 
a system approach be taken to improvement 
of return on sales, cost efficiency and return 
on investment. 

A first move in this direction was the 
major reorganization of its management 
structure undertaken by the airline during 
1970. It is one of the tools which will 
assist the Company to better allocate its 
resources in the difficult years ahead. 

The restructuring included the crea- 
tion of a unified Customer Service branch 
responsible for the direction and co- 
ordination of all customer-related activi- 
ties, both passenger and cargo. Under 
this branch, six new geographic field 
divisions were set up to bring together 
previously separate sales and operations 
functions across the system. Each division 
is headed by a vice-president who is 
totally responsible for all customer 
services in his respective area. 

In addition, a self-contained Market- 
ing branch was established ; and other 
phases of the administrative structure were 
strengthened by the appointment of vice- 
presidents to branches charged with 
government and industry affairs, opera- 
tional planning, flight operations, 
maintenance, system operations control, 
computer and systems services and 
purchasing and facilities. 

Because all else depends on Air 
Canada’s human resources, the new struc- 
ture also was designed to enable the 
Company to place greater emphasis on 
developing a professional style of manage- 
ment, a stimulating working atmosphere 
and a well-trained, highly-motivated 
employee group. 

From proper planning will evolve a 
better Air Canada “‘product’’. Using as the 
basis for innovation a more accurate 
description of the needs and demands of 
the market place, the airline will upgrade 
the quality of customer services by im- 
proving schedule convenience, in-flight 
and ground services, and by exploring 
new routes and destinations. This will be 
done with due regard to available re- 
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For Air Canada crews, operational excellence in 
the air begins on the ground. Above, a second 
officer logs some pre-flight training on a DC-8 
flight simulator at the Company’s Dorval Base. 
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sources and the greatest long-term po- 
tential of its markets at home and abroad. 

A significant product improvement 
awaiting Air Canada customers in the 
spring of 1971 will be the introduction of 
three wide-body Boeing 747s on flights 
between Vancouver-Toronto, Toronto- 
Montreal-Paris- Frankfurt, and Toronto- 
London. The Company is proud to be the 
first to offer Canadians transcontinental 
service with these spacious, comfortable 
aircraft. 

Air Canada’s chief preoccupation is to 
maintain leadership status in the air 
transportation industry by best serving 
the customer and the Canadian public. To 
accomplish this goal in the future the 
airline must direct its attention to certain 
priorities. Of these, the most important 
will be enhancing its organizational effec- 
tiveness and efficiency. But the real test 
of success in the seventies will be the way 
the Company treats its ‘‘people’’ — both 
the millions of passengers it serves and 
the over 17,000 employees who serve 
them. 


For the Board of Directors, 


5 
ave 
2 
Yves Pratte 
Chairman of the Board 


February 23, 1971 


To Air Canada’s deep regret, a shadow 
was Cast over the year’s activities by the 
disaster of July 5, 1970 when 109 pas- 
sengers and crew members lost their lives 
in the crash of a DC-8-63 at Toronto. 


L’are de triomphe du Carrousel, les Jardins du 
Louvre, Paris. 


Statement of Income 
and Retained Earnings 


(figures shown in thousands) Operating Revenues 
Passenger 
Freight and express 
Mail 
Charter 
Incidental services — net 


Operating Expenses 
Flying operations 
Maintenance 
Passenger service 
Aircraft and traffic servicing 
Sales and promotion 
General and administrative 
Depreciation and obsolescence 


Operating Income 


Non-Operating Expenses 
Interest on debt 
Interest capitalized 
Gain on disposal of property and equipment 
Non-operating income — net 


Deferred Income Taxes 


Net (Loss) /Income 


Retained Earnings 
Balance at beginning of year 


Adjustment of deferred income taxes (note 1) 


Transferred from insurance reserve 
Dividend 


Year Ended December 31 


1970 1969 
$387,486 $332,727 
52,506 39,864 
16,229 16,046 
15,686 8,837 
6,352 7,178 
478,259 404,652 
101,763 88,060 
82,813 68,733 
50,665 41,412 
75,763 64,071 
75,384 63,344 
23,781 18,135 
47,227 42,433 
457,396 386,188 
20,863 18,464 
31,920 25,246 
(5,728) (4,704) 
(122) (2,162) 
(3,063) (3,009) 
23,007 15,371 
(2,144) 3,093 
(1,072) 1,545 
(1,072) 1,548 
27,725 19,614 
6,236 300 
= 6,463 
(200) (200) 
$ 32,689 $ 27,725 
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Balance Sheet Assets 1970 1969 
at December 31 


: Current 
f h th d 

(figures shown in thousands) Guat $ 2.145 $ 3301 
Temporary investments at quoted market value 5,102 4,471 
Notes and accounts receivable 59,815 52,698 
Spare parts, materials and supplies — net (note 2) 23,137 22,105 
Prepaid expenses 1,943 1,628 

Deferred income taxes (note 1) 10,519 — 
102,661 89,203 
Notes Receivable — 5,900 
Investment in Associated Company — at cost 8,408 8,408 
Property and Equipment — net (note 3) 579,685 478,321 
Deferred Charges 17,146 13,080 


$707,900 $594,912 
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Liabilities 


Current 
Accounts payable and accrued liabilities 
Salaries and wages 
Unearned transportation revenue 
Interest and dividend payable 
Air travel plan deposits 


Notes and Debentures (note 4) 
Deferred Income Taxes (note 1) 
Shareholders’ Equity 


Share Capital 
Authorized 250,000 shares par value $100 each 
Issued and fully paid, 50,000 shares 

Retained Earnings 


1970 1969 

$ 62,630 $ 43,983 
17,665 14,922 
14,439 11,745 
6,851 6,109 
1,928 1,941 
103,513 78,700 
547,602 467,602 
19,096 15,885 
5,000 5,000 
32,689 PMT PAS 
37,689 S220 
$707,900 $594,912 
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Statement of Source Year Ended December 31 


and Application of Funds 


(figures shown in thousands) Source of Funds 1970 1969 


Net (loss) /income 


$ (1,072) $ 1,548 


Add: Depreciation 46,116 41,205 
Deferred income taxes (1,072) 1,545 
43,972 44,298 
Capital borrowings 80,000 714,782 
Disposal of property and equipment — net 12,283 10,629 
Decrease in long term notes receivable 5,900 6,156 
Insurance fund investments transferred to current assets — 6,463 
Refundable federal corporation tax — 1,663 
Current portion of deferred income taxes (note 1) 10,519 — 


Application of Funds 


152,674 143,991 


Purchase of property and equipment including progress 


payments 
Deferred charges 
Investment in associated company 
Dividend 


Decrease in Working Capital 


159,469 1S 1g hs 


4,360 1,082 
= 6,064 
200 200 


164,029 145,024 
$ 11,355 $ 1,033 


Auditors’ Report 


To the Honourable 
The Minister of Transport 
Ottawa 


We have examined the balance sheet of 
Air Canada as at December 31, 1970, and 
the statements of income and retained 
earnings and source and application of 
funds for the year ended on that date. Our 
examination included a general review of 
the accounting procedures and such tests 
of the accounting records and other 
Supporting evidence as we considered 
necessary in the circumstances. 

In our opinion, and according to the 
best of our information and the explana- 
tions given to us and as shown by the 
books of the Corporation, these financial 
statements are properly drawn up so as to 
give a true and fair view of the state of 
affairs of the Corporation at December 31, 
1970, and the results of its operations and 
the source and application of its funds 
for the year ended on that date, in 


accordance with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding year, 
except for the change described in note 1 
with which we concur. 

We further report that, in our opinion, 
proper books of account have been kept 
by the Corporation and the transactions 
that have come under our notice have 
been within the powers of the 
Corporation. 


Vick Cree 


Chartered Accountants 


February 24, 1971 
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Notes to 
Financial Statements 
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1. Deferred Income Taxes 


The Corporation has adjusted its accounts 
to recognize the effect on deferred taxes 


of certain amounts charged against | 


prior to the adoption of deferred tax 


ncome 


accounting and deductible from taxable 
income in later periods. The deferred 
taxes applicable to current and non- 
current assets and liabilities have been 


segregated accordingly. 


These changes do not affect the 


reported net loss of the Corporation 
However, they result in an increase 
$6,236,000 in retained earnings, an 
increase of $3,309,000 in non-curre 


of 


nt 


liability for deferred income taxes and a 
corresponding increase of $9,545,000 in 
deferred income taxes included with 


current assets. 


2. Spare Parts, Materials 
and Supplies ($000) 


1970 1969 

Spare parts — cost 38,498 34,955 
Accumulated obsolescence OPS 0577809 
ISOS) TAS 

Materials and supplies — cost 4,144 4,959 


eh 1 S37/ 


22,105: 


The Corporation provides for th 
obsolescence of aircraft spare parts 
classified as current assets, less thei 


e 


r 


estimated residual value, by charges to 


operating expenses over the service life 
of the related aircraft. 
3. Property and Equipment ($000) 
1970 1969 
Cost 
Flight equipment and 
components 620,287 531,909 
Ground equipment and 
facilities OiPS2 7m OS nlion 
722,114 625,090 
Accumulated depreciation 268,598 228,453 
453,516 396,637 
Progress payments 126,169 81,684 
579,685 478,321 


Depreciation is provided on a straight- 
line basis to reduce the assets to estimated 
realizable value over their service lives 
which are subject to periodic review. No 
adjustments were made in 1970 or 1969. 


4. Notes and Debentures 


Principal 
Maturity Interest Amount 
Date Rate (%) ($000) 


Demand notes SHE 27,000 
Six month 
revolving notes 4.6-6.1 143,371 
Long term notes 
and debentures OVA by5 SIS) SY 
1972 yl 29,340 
1973 3.9-7.4 22,680 
1977 5.2 4,020 


IDE 5.6-6.4 67,000 
1980 6.8-7.2 90,000 
1981 4.3-7.6 46,283 


1985 51g 17,497 
1987 5.2 67,069 
547,602 


It is customary to renew the notes 
and debentures as they mature. 


5. Commitments 


Commitments for the acquisition of 16 
jet aircraft and related spare engines at 
December 31, 1970, after deducting 
progress payments, amounted to approxi- 
mately $217,650,000. Of this amount 
financing arrangements have been made 
for $30,500,000 in respect of 38 engines 
for the Lockheed L-1011s. 

Anticipated delivery of the aircraft 
is as follows: 


VST 197251973, 197-4 


Boeing 747 3 
Douglas DC-9-32 3 
Lockheed L-1011 6 3 1 


On February 4, 1971, a receiver was 
appointed to take charge of the affairs of 
Rolls Royce Limited, the supplier of 
engines for the L-1011. The effect of this 
on production and delivery of the aircraft 
cannot be determined at present. 

Commitments for ground facilities and 
equipment amount to $42,535,000. 

Annual rental payments for facilities 
under long-term leases in effect at 
December 31, 1970, were approximately 
$7,757,000. 


6. Contingent Liabilities 


The Corporation is contingently liable for 
“Pay Later’ plan notes discounted at 
banks which amounted to $3,176,000 at 
December 31, 1970. 


7. Pension Funds 


The unfunded liabilities of employee 
pension plans were approximately 
$9,454,000 at December 31, 1970. These 
are being retired by the Corporation over 
periods up to sixty years. 


Ten-Year Review 


*Scheduled services only 


**Engines on to engines off. 


Financial ($000) 


Passenger Revenue 
Operating Revenues 
Operating Expenses 
Operating Profit 

Net (Loss) /Income 
Dividends 

Interest 
Shareholders’ Equity 
Notes and Debentures 
Total Assets 

Working Capital 
Operating Ratio 
Return on Investment 


Other 


Revenue Passengers Carried (000) 

Revenue Passenger Miles* (000) 

Available Seat Miles* (000) 

Passenger Load Factor” 

Yield per Revenue Passenger Mile* 

Freight Ton Miles* (O00) 

Total Revenue Ton Miles (000) 

Total Available Ton Miles (000) 

All-Up Weight Load Factor 

Yield per Revenue Ton Mile 

Operating Expense per Revenue Ton Mile 

Operating Profit per Revenue Ton Mile 

Operating Expense per Available Ton Mile 

Average Aircraft Stage Length (miles) 

Average Aircraft Capacity (tons) 

Average Aircraft Utilization per Day 
(Revenue Block Hours) ** 

Available Ton Miles per Employee 


Available Ton Miles per Revenue Block Hour** 


Personnel at Year End 


7,464 
6,681,710 
11,652,309 
57% 

5.80¢ 
184,782 
946,241 
2,053,855 
46% 


6,563 
5,740,299 
10,058,407 
57% 

5.80¢ 
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6,469 
5,616,011 
9,716,545 
58% 
5.84¢ 
122,916 
732,456 
1,503,770 
49% 
52,926 
49.10¢ 
3.82¢ 
23.91¢ 
489 

15.30 


7:65 
89,558 
4,987 
16,656 
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6,393 
5,221,508 
8,054,458 
65% 
5.66¢ 
85,653 
649,870 
1,227,164 
53% 
53.18¢ 
50.74¢ 
2.44¢ 
26.87¢ 
447 

14.13 


8:38 
71,000 
4,333 
16,225 


306,468 
27,616 
4.8% 
5.4% 


5,294 
4,193,212 
6,387,251 

66% 


53% 


1965 


209,926 
250,126 
237,401 


4,308 
12,709 


1962 


156/792 
183,473 
176,078 
T7390 
(3,541) 
17,519 
5,000 
237,471 
274,311 
22,620 
4.0% 
Sh 


3,865 
2,629,285 
4,379,236 

60% 
6.04¢ 
26,305 
301,506 
593,411 
51% 
60.85¢ 
58.40¢ 
2.45¢ 
29.67¢ 
357 
iten 


GEL, 
49,837 
3,178 
Mie 


1961 


143,301 
165,436 
1637292 
2,144 
(6,450) 


TO5i 
5,000 
227,671 
276,728 
11,428 
1.3% 
1.5% 


STA 
2,464,666 
3,848,899 

64% 
5.81¢ 


armouth 
Boston 


° Hamilton (Bermuda) 


fampa sis 
@ Freeport 

e(Bahamas) 
assau 


Montego 


@ St. John’s (Antigua) 
@ Bridgetown (Barbados) 


Port of Spain (Trinid 


Air Canada Destinations 


Ny 
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